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Introduction
The economic literature has, over a long time, focused extensively on incentive theory, and there are good reasons why the impacts of incentives are being investigated in such detail (for an overview, see Lazear and Oyer (2007) ). Incentives help to overcome agency problems under asymmetric information and make relationships between employees and employers work more effectively. Whereas previous work almost exclusively focused on monetary incentives, a growing number of researchers are currently advocating a shift of focus to the hitherto neglected nonmonetary incentives (Ellingsen and Johannesson (2007) ). Even when we keep in mind that money is the best metric and superior to any other form of payment due to its option value, practical evidence shows that it is far from being the only incentive used in work relationships (Lazear (1998) ). In the following, we use the terms benefits and perks as synonyms for employer-provided, tangible goods which are given to employees in addition to monetary components of compensation. In our study, we test hypotheses in light of economic as well as psychological approaches to explain why tangible benefits are used and which impact they might have on employees' feeling of being acknowledged as well as on their work and wage satisfaction.
In the first part of this paper (Sections 2.1-2.3 and Section 4.1), we analyze the differences in benefit dispersions between branches, firms, and employees. According to Marino and Zábojník (2008) , perks have a dual role because besides being used in productivity enhancement, they are also consumption goods which might be easily misused and, as a result, widen the scope of agency problems. Even if these concerns are certainly justified in some cases, Rajan and Wulf (2006) find no hints of a systematic misuse of perks in the empirical data of 300 publicly traded U.S. firms. Nevertheless, 2 studies, such as the analysis of Hamermesh (1999) , show that if people talk about earnings inequality, they often focus exclusively on monetary earnings, ignoring working conditions and misjudging wage gaps. In view of this finding, tangible compensation components could be used to conceal the true amount of earnings.
In his study, Oyer (2008) focuses on economic, rational, and efficient motives of employers to offer benefits instead of money. As a rule, the value and costs of benefits are not congruent, and both depend on certain personal as well as organizational characteristics. Thus, in line with Oyer (2008) , our analysis tries to shed light on the following three hypotheses. First, cost-efficiency of benefits is a result of tax advantages (Grubb and Oyer (2008) ) or economies of scale of firms compared to individual employees. In addition, benefits can be used to reduce wage rigidity in periods of recession when salaries are protected by contracts and unions (Oyer (2005) ). Second, besides the advantages of lower costs of provision, benefits are also designed to attract target employees to companies. The reverse signaling approach by Backes-Gellner and Tuor (2010) points out that observable company characteristics are used as signals for unobservable characteristics, such as good work atmosphere or career prospects, to attract suitable applicants. Benefits are particularly apt to serve as signals because of their high observability. Third, benefits are chosen with a view to easing employees' effort costs, e.g., offering meals or child care close to the workplace to save time (Oyer (2008) ).
In the second part of this paper (Section 2.4 and Sections 4. 2-4. 3), we closely analyze the effects of benefits. While salary is considered by many as an inappropriate conversation topic in Europe, a firm car or mobile phone is not because these are more visible to others and point out the performance of employees to insiders and outsiders of the firm.
Therefore, benefits are more suitable as rewards for extraordinary performance or in 3 relation to employees' status. According to the mental accounting theory by Thaler (1999), employees classify different salary components separately. Jeffrey and Shaffer (2007) argue that a pay rise does not have the same motivational effect as an equivalent benefit because of declining marginal utilities of additional earnings, whereas benefits are evaluated in isolation. They also assume that pecuniary incentives do not discourage employees for whom the benefit is out of reach because its value is subjective and can therefore be mentally adjusted. This is not possible when a prize has a monetary and therefore clearly objective value. Heyman and Ariely's experimental results (2004) point in the same direction. Their explanation is a discriminating perception of actions in social versus money markets. Money affects employees' perception of acting in accordance with social norms in such a way that it becomes a factor in a simple cost-benefit analysis.
However, benefits are, as might be expected, closer to gifts and tend to be seen as acts of kindness without shifting the perception of actions. To empirically address the question of different motivational consequences of monetary and tangible incentives, we analyze their impact as reflected in a wide range of statements by employees about recognition, as well as work and wage satisfaction. Incentive theory frequently concentrates on work satisfaction (see, e.g., Grund and Sliwka (2007) ). According to Bewley (2004) , satisfaction reflects three aspects of work morale, which are (1) firm identification, (2) positive reciprocity between employer and employee, and (3) the motivation to exert high work effort. Hence, if tangible incentives affect employees' satisfaction in a different way compared to money, this is important for employers when deciding about wage compositions.
To test reasons for benefit usage and its effect, we use data of the German SocioEconomic Panel (GSOEP). The GSOEP provides a representative sample of German 4 households, including facts about employees as well as their employers. A question about perceived benefits asked in the wave 2006 and 2008 produced 18,044 observations. The results of this study support efficiency concerns as well as psychological explanations for benefit usage. Furthermore, we give evidence for a positive effect of benefits on work and wage satisfaction as well as employees' feeling of appropriate recognition. In particular, benefits seem suitable to reward good work performance and to show concern for employees' well-being at the workplace.
The structure of our paper is as follows. In the next section, we introduce three hypotheses regarding differences in benefits' prevalence being dependent on firms' and employees' characteristics as well as two hypotheses about the effects of benefits. This is followed by a presentation of our data set as well as our key results in Sections 3 and 4.
The paper concludes with a summary in Section 5.
Hypotheses
Cost-Efficiency Hypotheses
When employers consider offering benefits, one crucial point are the costs of their provision. With regard to efficiency, benefits should bring cost advantages in comparison to a monetary salary increase. Cost-efficiency resulting from tax advantages cannot be addressed empirically in this study, due to lack of data. The consequences of adjustments in legislation concerning different taxation treatments of individuals and firms have, for instance, been analyzed by Grubb and Oyer (2008) . Oyer (2008) has, theoretically and empirically, analyzed two main other reasons for a comparative advantage of providing tangible incentives. On the one hand, larger firms obtain goods generally at lower costs because of economies of scale effects. On the other hand, they are able to provide goods 5 of their own branch of industry at cost of manufacture. For instance, firms in the automotive industry are in a better position, due to the lower costs involved, to offer cars as benefits. Moreover, by offering cars to their employees they increase the market share of the company. According to findings by Oyer (2008) Nevertheless, financial aspects are far from being the only reason to use firm products as salary add-ons. Immaterial effects, such as developing firm identity and forming a specific employer branding, also have to be taken into account, as we will set out below.
Sorting Hypotheses
Building an authentic firm identity using observable benefits as signals can reduce mismatching as well as job vacancies as employees sort themselves into the most attractive firms according to their preferences (Backes-Gellner and Tuor (2010) , Lazear (1998)). For instance, by offering sponsored meals or sports activities, firms send out signals of a pleasant work environment. Furthermore, fancy benefits can be part of a marketing strategy to increase the pool of applicants and, if these are related to the firm's product, they can also attract employees with a high affinity to a specific branch. One prominent example is the broad spectrum of rewards such as luxury travel trips, jewelry, 6 and the famous pink Cadillac of Mary Kay. Spending more than $50 million worldwide on rewards per year, the company has one of the most generous rewards and recognition programs in the direct selling industry. All benefits are extraordinary, luxurious, and have a female touch in line with the firm's image (Mary Kay Homepage (Accessed 10 November 2011)). Following the argument that employees sort themselves into different jobs, we predict that the prevalence of benefits will not only vary with firm characteristics but also with the personal characteristics of employees such as gender, marital status, and risk aversion. Over a long time, sex segregation based on different underlying preferences has been the subject of sociological analysis (Reskin (1993) ), which has identified it as one of the most important explanations for a lower average wage of women. A study by Ferriman et al. (2009) provides evidence of different job choices of men and women based on differences in lifestyle preferences, the search for prestige as well as a consideration of the "gender type" of the chosen career. Hence we assume that men sort themselves into jobs and companies offering benefits because these might serve as status symbols. Instead, women are generally more family-oriented and decide in favor of a safe income rather than status symbols. Several empirical studies have shown that employers refrain from cutting nominal wages even in commercial crises to avoid negative effects on employees' motivation (Smith (2011)). The decline in motivation is based on loss aversion (Kahneman and Tversky (1979) ), which has been found in various experiments (e.g., Kube et al. (2010) ). Oyer (2005) argues in his paper that one reason for providing benefits is nominal wage rigidity.
H2a
If reservation wages drop, it may be easier to abolish benefits than reduce nominal wages.
We therefore argue that mainly volatile branches use benefits to maintain their wage flexibility and, as a result, risk seeking applicants select themselves into this kind of jobs (as has been shown by Cornelissen et al. (in press) with regard to performance pay). 
Effort Costs Hypothesis and Status Concerns
The idea of a strict separation of home and office is affected by technological possibilities and an increasing demand of employees for flexible working hours. Flextime is thought 8 to enhance the compatibility of career and family life and has become more important for job choices of the current generation (Smith (2010)). Certain benefits, such as child care or firm cars, might be used to signal the company's desire to ease employees' effort costs.
Because productivity is unequal between the workforce, it might be more efficient to ease the effort costs of top performers who have a tough time schedule and high range of responsibilities (Rajan and Wulf (2006)).
H3a: Firms use benefits to reduce effort costs and offer these especially to highly
productive and stressed-out employees to save them time to concentrate on more productive tasks.
Another argument by Rajan and Wulf (2006) , also related to the reduction of effort costs, is that benefits are also apt to reward hard-working employees for the purpose of disclosing their high status to in-and outsiders of the firm. Hence, CEOs and managers with leading responsibilities who represent the firm and whose working time is of great importance to the overall firm performance are the most likely employees to get perks.
Besides, perks perceived by firm leaders typically are valuable signals to convey high status, and, as a result, the desirability of perks increases when CEOs receive them. 
Motivational Effects of Benefits
The different consequences of monetary incentives have been analyzed at length in their various forms such as fixed pay, piece rates, bonuses, team based or individual (Lazear and Oyer (2007)). One reason why benefits have been neglected for so long is their varying value, which depends on employees' preferences, whereas money seems superior due to its option value. Nevertheless, some economists, such as Jeffrey and Shaffer (2007), argue in favor of benefits based on a more emotional evaluation of material goods. To take a closer look at the different motivational effects of monetary and material incentives, we test these incentive effects on work and wage satisfaction and on different dimensions of recognition.
In employer-employee relationships, just as in any other social relationship, money might offend the recipient, if his motivation happens to be intrinsic (Frey (1997) ). Based on a study of blood donations by Lacetera and Macis (2010), evidence was found that benefits were a better way to acknowledge desired behavior without reducing intrinsic motivation.
However, benefits effectively enhance motivation only if they fit the preferences of employees. Moreover, similar to nonmonetary gifts, benefits could signal the donor's degree of information concerning the recipient's preferences (Prendergast and Stole (2001)). As an additional value of the objective price of benefits, employees appreciate the searching costs of employers to find the right incentives. Additionally, due to the fact that nonmonetary incentives are generally scarce resources and observable by others, as mentioned above, they are suitable to be offered as special rewards for good performance, showing employer's respect and employee's status (Ellingsen and Johannesson (2007)).
In summary, employees who receive benefits feel acknowledged. A feeling which might not be induced to the same extent by a rather anonymous and impersonal monetary salary.
H4: Benefits reflect an acknowledgment of employees' work and consequently have a positive impact on their feeling of being acknowledged.
Also, according to a psychological approach by Jeffrey and Shaffer (2007) 
Data Set
We use the waves 2006 and 2008 of the German Socio-Economic Panel (GSOEP).
1 The GSOEP is a repetitive panel survey of German households (for further details on this data set, see Wagner et al. (1993) of the benefits provided, we limit our analysis to the probability of their existence, based on the heterogeneity across firms and employees.
We concentrate on full-time and part-time employees in blue-or white-collar positions as well as employees with managerial responsibilities. A common employer-employee relationship is essential to interpret the intentions behind benefits and their effects.
Therefore, self-employed people, interns, and trainees as well as civil servants are excluded for reasons of comparison. In total, that leaves us with an unbalanced panel with 18,044 observations of 11,100 subjects. The average subject is 42 years old with around 17 years of job experience and 12 years of education. Fifty percent of all subjects are male, and around 62% are married. For an overview of descriptive statistics, see Table A1 (in the Appendix). The benefit variables are dummies with the value of one if the subject questioned is quoted as receiving such a benefit from his employer. In this paper, we focus on five different benefits: employer-provided meals (meal), firm cars, phones or PCs for private usage, and expense payments above the minimum costs (expenses). All these benefits are provided in material rather than monetary form. perceived by around 6% of subjects questioned, followed by PCs with 4%. Expense payments above the minimum costs are rarely mentioned as perceived benefits (by 2.1% to 2.5%). As can be seen, no big differences exist between the average benefit perception for the two years except the decline in meals as perceived benefits by 1.7 percentage points from 17.4% in 2006 to 15.7% in 2008. The difference in average benefit perception is significantly lower in 2008 but only for meals (p=0.003) and expenses (p=0.061), according to a two-sided t-test. In contrast, no significant difference in monetary bonuses (p=0.486) and gross wages (p=0.271) could be found. Given that 2008 was the beginning of the worldwide financial crisis, this could be a first hint of benefit reduction in recessions to reduce nominal wage rigidity. When we use the number of employees as a proxy for firm size (see Fig. 2 ), we observe that large companies use benefits as incentives more often than small and medium sized enterprises (SME), defined by us as companies with less than 200 employees (according to the EU definition of small and middle sized enterprises (<250 employees)). The higher frequency of employees receiving benefits in large firms compared to SMEs is statistically significant on the 1% level for all benefits, based on a two-sided t-test. The only exceptions are firm cars, for which no statistically significant difference with regard to company size can be found. Based on economies of scale considerations, the higher frequency of benefits in large firms is reasonable.
Finally, taking a closer look at the employees in a company who were more likely to receive benefits, we concentrated on three different job classifications. Figure 3 shows the average hours worked overtime separately for blue-and white-collar staff and managers, for employees who received at least one benefit, and those who did not receive any benefits. According to a two-sided t-test, the difference in overtime work is 13 significantly higher (p=0.000) for employees on each hierarchy level if they received at least one nonmonetary benefit. A positive relationship between working overtime and receiving benefits can thus be reported. In the next section, we check the robustness of our hypotheses with a multivariate analysis. 
Results
The Probability of Receiving Benefits Based on Personal, Job, and Organizational Characteristics
We ran a random effects probit regression to determine whether benefits were used rationally according to our hypotheses. We used random instead of fixed effects models because we are interested in explanatory effects of time-invariant variables and fixed effects probit models are impossible to compute. Because of missing data of our explanatory variables, our sample was reduced to 10,970 observations of 6,631 subjects.
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The influence of certain explanatory variables on the probability of the five benefits is reported in Table A2 (in the Appendix). The dependent variable of the random effects regression in the first column is the number of perceived benefits (ranging from 0 to 6) as accumulation of the five named benefits and an option of "other benefits". However, the option "other benefits" is not analyzed any further because its interpretation is not clear.
To check for the robustness of our results, we ran a multinominal logit 3 and a clustered OLS regression (not reported). Both econometric models support our key results, which we summarize below.
In line with Hypothesis 1a, small and middle sized firms offer significantly fewer benefits, in particular fewer meals. The positive economies of scale effects are quite evident regarding sponsored meals or the setting-up of a company-owned canteen, due to quantity discounts or high fixed costs. However, smaller firms use firm cars more often.
This might be due to the need of small firms, for instance craftsmen or suppliers, to reach customers at their locations, or the fact that many small firms are located in rural areas.
As for benefit-related branches, we find mixed results. Whereas there is a higher occurrence of meals in the food industry and phones and PCs in the IT industry, there is no significantly larger fraction of firms in the car industry providing firm cars. Two explanations are possible. First, as mentioned before, there might be a high need for cars in all branches of industry, but, given the data available, we are unable to distinguish between luxurious cars as status symbols and more practical cars. Second, cars are considered important by Germans and are thus popular perks throughout all industries. In summary, our data provide evidence for hypotheses H1a and H1b concerning cost efficiency for employers of large firms and employers in benefit-related branches.
Result 1: Small and middle sized firms provide fewer benefits, and those in benefitrelated branches provide more benefits. However, predictions do not fit the provision of firm cars.
In the following, we review the sorting of employees into jobs and branches offering specific benefits (Hypotheses 2a, 2b, 2c). First, female employees receive fewer benefits in terms of firm cars, phones, and expenses. As we controlled for hierarchy levels (manager, blue-or white-collar staff) and wages, this effect is not only explained by few female managers but also by women sorting themselves into jobs with fewer technical devices as status symbols and involving less job mobility. Second, married employees perceive employer-provided meals less often. The presence of children in the respective households seems to have no effect. But the dummy for at least one child in a household had a significantly negative influence on the probability of such employees receiving expenses when we used the clustered OLS or multinominal logit. Even if this effect is not robust for all models, it makes sense that parents avoid too much travel in order to spend more time with their children. Third, controlling for the risk aversion of employees, we find that those seeking more risk receive significantly more benefits such as phones, expenses, and PCs. Evidently, employees who are more risk tolerant sort themselves into jobs and branches that offer these benefits and accept that, as Oyer (2005) (2009)). To classify our subjects according to productivity, we use education as a proxy for general human capital and tenure as a proxy for specific human capital (for a theoretical analysis of human capital, see Becker (1962) ). Tenure, as a measure of the years an employee has worked in a particular firm, has a significantly negative effect on the quantity of benefits, especially concerning firm cars, expenses, and PCs. This finding is unexpected as it seems to imply that less productive workers, in terms of specific human capital, receive more benefits. But this finding has to be interpreted with caution because no assessment regarding the quality of received benefits can be made. One explanation might be that older employees (with longer tenure) in our sample prefer money to the mostly technical benefits. Moreover, as material benefits have become more popular in recent years, they may not have been included in the contracts of older employees. Dummies for educational qualifications show the predicted influences.
Employees with an upper secondary leaving certificate receive more benefits, especially
PCs, and those with a secondary general school leaving certificate or other school leaving certificate receive fewer benefits than the reference group with an intermediate school leaving certificate (for an overview about the German school system see Heineck and
Wölfel (2010)). As a consequence, we conclude that a higher general human capital, measured in terms of school qualifications provides a better chance of receiving benefits of the kind mentioned in the GSOEP. In contrast, more job experience has no effect in this respect.
In the context of the second part of Hypothesis 3a, we examine the working stress of employees, measured in terms of average hours worked overtime per week, and of parttime employees who often have another job or obligation as well. With the exception of employer-provided meals, employees who invest more time at work are more likely to receive benefits. Furthermore, part-time employees receive a greater quantity of benefits.
This effect is based on "other benefits," which are more likely received by part-time employees. Even if we can only speculate about the nature of these benefits, child care might be among them. It would be logical to assume that institutions which offer parttime jobs, such as universities, emphasize arrangements to improve work-life balances. In accordance with Hypothesis 3b, status also plays a crucial role in benefit perception.
Managers are more and blue-collar workers less likely to be offered firm cars, phones, and PCs than white-collar workers without leading responsibilities. The absent significance and negative sign of 'employer-provided meals' are plausible because top managers are more often en route or have dinner with clients than employees on lower hierarchy levels. In addition, the dummy for job promotion (measured by an anticipated job promotion in the next two years, asked in 2005) has a highly significantly positive effect on all five benefits.
These results indicate that employees on higher hierarchy levels are more likely to receive benefits. However, the intentions that play a role in these results are impossible to 19 disentangle because they would be a mix of status revealing effort cost reduction. The latter resulting from managers are in general the most productive ones in a firm, making the reduction of effort costs highly efficient. The fact that benefits are not simply used as a substitute for monetary compensation components is shown by the positive impact of income and monetary bonuses on benefit perception. The question arises whether money and benefits are complementary rather than substitutional. As we did not observe the entire salary package in all instances, the results may be biased by underlying but unobserved characteristics, such as ability, which correlates with wage and affect benefit reception. The question can therefore not be satisfactorily answered by our analysis.
However, the notion of money and benefit as complements is plausible because tax progression may lead to a higher profitability of material salary components for highly salaried employees. 
Effects of Benefits on the Feeling of Being Acknowledged
To test the effect of monetary and nonmonetary incentives on the feeling of being acknowledged, we ran four probit regressions. Unfortunately, it was not possible to refer for benefit coefficients, whereas money should not have such a concise effect. Table A3 in the Appendix displays our results. For nonmonetary incentives we included the five benefits in our regressions, while for monetary incentives we used the logarithms of income and the sum of monetary bonuses (money). employees' well-being, phones and firm cars are more representative and are perceived as status symbols for high performers with good career opportunities. Even if the intentions behind benefits could not be directly analyzed in our study, the results show a broad impact of benefits on the feeling of being acknowledged.
Result 4: High income is not sufficient to address employees' need to be acknowledged. Benefits are suitable, in particular, to reward the good performance of top performers and to show concern for employees' wellbeing.
Further to Result 4, we want to add some remarks on the effects of our control variables.
Age as well as job tenure have a negative influence on employees' satisfaction with the recognition received. Employees who work more overtime and have a longer education (in years) are also less satisfied. A decline in job satisfaction in conjunction with higher job tenure in general has been found by other authors as well (Grund and Sliwka (2007) ).
This could be due to employees' increased demand for recognition because they dedicate more time to a specific company. Generally, more investment in education and higher work performance also raise hopes for recognition and that effort should pay off.
Evidently, this cannot be adequately addressed by employers. The most satisfied are managers and part-time employees working in Western Germany and those who have no worries about the security of their jobs. 
Effects of Benefits on Work and Wage Satisfaction
We used fixed effect models to test the influence of benefits on work and wage satisfaction. Results are displayed in Table A4 in the Appendix. First of all, it is obvious that income has a highly significantly positive effect on wage and job satisfaction. This resembles results for absolute income effects by Grund and Sliwka (2007) . Moreover, employees who receive at least one benefit are more satisfied with their job and income (effect on income is only near the 10% level in model four). In contrast, the sum of monetary bonuses has no significant effects even if the t-value is close to the 10% level 
Discussion and Conclusion
Using a large German data set, we revise empirical findings by an U.S. study of Oyer (2008) on the probability of benefit perception with regard to personnel and company 23 characteristics. We also extend the existing literature by focusing on how benefits affect employees' feeling of being acknowledged as well as their work and wage satisfaction.
To our knowledge, the rare literature on the effects of benefits has until now mainly concentrated on experimental findings (Kube et al. (in press) or Jeffrey (2009)). Hence, the higher degree of heterogeneity in our subject pool allows us to address the subject of effects on a broader basis. First, our results suggest that benefits are used efficiently, aiming to attract the right employees, enhance their work satisfaction, and ease their effort costs. Consequently, this study gives evidence that the aforementioned rational intentions behind offering benefits, as discussed in the U.S. studies, also apply to German labor markets. Second, benefits increase work and wage satisfaction and seem to contribute to a work atmosphere in which an employee feels his work is acknowledged by superiors.
However, we are aware of some limitations of our data set. First and foremost, it is unfortunately not possible to distinguish between luxurious benefits and benefits offered for a more practical use because no figures are given on their value. In addition, the question regarding benefit reception was only included in two waves, and only one wave also contained a set of questions about the feeling of being acknowledged. Therefore, further research on employer-provided benefits is recommended. For one thing, it would be worthwhile to use firm data rather than the self-reported facts of a survey, which would yield new insights in the intentions of employers and the structures used within firms. In addition, information about the appearance and price of benefits is needed to test, in more detail, hypotheses on the trade-off between money and benefits. Because of an increase in popularity of nonmonetary compensation components, the intentions behind benefit usage and its actual effects on job attraction, satisfaction, work (1) Probit regression (2-7), t statistics in parentheses, * significant at 10%; ** significant at 5%; *** significant at 1%; dependent variable is (1) the number of received benefits/ (2-7) whether an employee receives the benefit or not, constants included but not reported (Analysis of the GSOEP 2006 GSOEP , 2008 Fixed Effects Regression, robust t-statistics in parentheses; * significant at 10%; ** significant at 5%; *** significant at 1%, dependent variables are the degree of satisfaction with work (satwork) and wage (satwage) on a scale from 0 (unsatisfied) to 10 (satisfied), constants are included but not reported a tenure, job security, overtime (except for models 5 and 6), part-time, blue-collar, manager b age, age 2 , education c western, sme, food_industry, car_industry, IT_industry, job change
